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TRANSFER TO THE ECSC OF CUSTOMS DUTIES ON ECSC PRODUCTS

INTRODUCTION
buring the past year, the Council has already twice given its attention to the

problems of financing ECSC operational budget. It has, in fact, been Led to
~adopt two different decisions of an ad hoc character with the object of making avaiL?

able budgetary resources to finance Community policy under the Paris Treaty.

The effect of the first decision taken in accordance with Article 20 of the
Mefger Treaty, was to reduce the amount of the Lump sum payment made annually from
the ECSC Operational Budget to the General Budget of the Communities on account of
ECSC administrative expenditure from 18 MEUA to 5 MEUA (Decision ??/?29/ECSC of
21.11.77, 0J L 306/28 of 30.11.77). The second decision, confirmed on 21.12.77
and promulgatedin the minutes of the Council's 494th session resulted in the pro-
vision of a grant to the ECSC budget of 32 MEUA to be provided by Member States :
(document T/1064/77 of 12.1.78). o | .

The Commission appreciates the constructive quality of these decisions. 3
They have made it possible to finance the 1978 ECSC budget without jeopardising
on the financial side the policies which it is the Community's task to pursue ;
in response to the needs of the coal and steel sectors. Nevertheless, in the ?
judgement of the Commission it is a matter of urgency to find a solution of a
sermanent, and not an imnrovised,kind which meets the problems posed by the need
to finance the ECSC budget, and at the same time, stfengthens the future financial
basis for Community policy in the field of the Treaty of Paris.

THE FINANCING OF THE ECSC BUDGET IN THE PAST
For 25 years Community financing requirements for research and resettlement

have basically been met out of resources derived from the levy. 1In addition, on
the resburcesside, Levy receipts have been reinforced by income under the heading
of interest on the Community's own funds and, on the requirements‘side,‘the

range of operations financed has been extended to include the'coking coal and
metallurgical coke financial aid SYStem, Llow interest loans to finance édcial §
housing and a policy of interest relief grants applied both to industrial
investments of a priority nature and in the field of industrial redevelopment
of areas suffering from a fall in employment in the coal and steel industries.
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It is worth noting that during the period of the‘substantiat fall in
Community coal mining activity which took place in the first decade of the
ECSC's existence, the Community foundaitself,able to'finance the necessary
resettlement operations from its own income. TThree"key factors'helped to make
this possible. In the ffrst-place, during the early Years, the-Le#y rate
remained at a relatively ﬁigh'LeveL,iand did not, in fact, fall below 0.35 %
‘until 1961. Secondly, it must be remarked that'during the beriod cencerned
the overaLL economy of the Communwty was pass1ng through a phase of prosperity

and economic grOuth which s1gn1f1cantty aided the reempLoyment of former miners

- in search of new jobs as the resuLt of cLosures. Mcreover, such reemployment

::fwas helped conswderabty by the Last1ng shortage of p1t—workers which lowered

very apprec1ably the average cost of resettlement aid. ThxrdLy, the rap1d
growth achieved by the Commun:ty steel 1ndustry during the time concerned
meant that, within the framework of the Commun1ty, this 1ndustry was in a
sosition to contribute to the financwng of the operations deemed necessary to

restore ‘the state of the coal 1ndustry (1n partwcutar, resettLement of ex-miners)

without it being necessary to raise the rate of the tevy.‘ It was. these three
factors above aLL which enabled the ECSC to deat u1th the problem of f1nanc1ng
Community actions undertaken in the context of the restructur1ng of the coal
sector without too much d1ff1cutty. R ' S '

Dur1ng the per1od of the Last 10 years, 1t must be remarked that under’
dint of rap1dty 1ncreaSTng f1nanc1aL requ1rements, the ECSC's Levy of income
has, in fact, remained v1rtuaLLy frozen. To be prec1se, the tevy rate was ;
fixed at 0.3 % in 1967, reduced to 0.29 4 1n 19?2 and has not changed at all
s1nce that date. o

- In consequence, in recent years the trend of rece1pts in the budget shows

no increase at aLL in reaL terms ‘]'k

ECSC bﬁdgetaéy'rescurces in millions of UA
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It was only in 1978 that, thanks to the action taken by the Council, the budget
total, amounting to 152 MEUA ,showed an increase significantly higher than the

mean rate of inflation.

This palicy of peggﬁng the levy rate, which enjoyed the support of the
European Parliament when it was consulted every year before the‘firm adoption of
the budget and determination of the teyy rate for the next year, has meant that
in order ‘to balance the ECSC budget, the Commission has been obliged to cut back
requirements often quite drasticélty, to the extent needed to avoid increasing
the levy. As a result, since the start of the recession in the steel industry
in 1975, the fraction of the financial requirements taken into account by the
Commission on adopting the draft ECSC budget actuaily covered in the budget has

been as follows :
Proportion of

Years - Financing ‘ Budget » ; requirements
co reguirements - outturn met
1976, 137 1145 . B3.6 %
1977 163.3 = 114.1 ' 69.9 %
1978 = v ~ 260 ‘ , 152% ; 58.5 %
*forecast

Even the reduced proportion of 58.5 % of requirements financed in 1978 was
only able to be achieved as a result of the Council's decisions mentioned above
which, in effect, increased the resources that would normally have been available
by 45 MEUA (13 MEUA in respect of administrative expenditure and 32 MEUA in

virtue of the contribution from Member States).

Unless the policies which depend on the ECSC budget are to be seriously
jeopardised, it does not seem possible to go on cutting back financing require-
ments to match the resources obtained'with a levy rate which it will not really
be desirable in future to raise ébove the Level of 0.29 %. '

FUTURE FINANCIAL REQUIREMENTS .
For the present the major financial needs in the coal and steel sectors are -

T A T gt

s

1

Llinked to the restructuring problems of the steel industry which faces the necessitﬁ;

i
¢

to adjust production capacity and update its technology in order to recapture the
competitive position it needs in order to develop its external markets.
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"The steps taken by the 1ndustry 1tself need to be supplemented in terms of
social pol1cy by approprtate and necessary measures for redeveloping areas
affected by the reduction in steel mak1ng 3obs and for the resettlement of the

workers involved.

Some,requirements‘tnerefore‘may”be'regarded‘as_ofda relatively transitoryp
character, even though the measures referred to couldbin practice extend over
va considerable period of years. There are other factors, however, which point
to the conclusion that the supplementang of budgetary resources which - proved
necessary to balance the ECSC budget at the r1ght level 1n 1978 must from now

on be accepted as permanently necessary-

- the rad1cal change in the nature of ‘the market for steel ‘which results
. from the establishment of swzeable production capacwty in noh=Community
countr1es amounts to a permanent aLterat1on in competlttve cond1t1ons
which will bear heav1ly 1n the Long term on the viab1l1ty of European

undertak1ngs, SN ' o

%'the enhanced effort wh1ch u1ll be needed to restore and maznta1n a'
’compet1t1ve set of Commun1ty products whether th1s be in the realm

~of. productaon technology or in that of- 1nvention»of new end products
(spec:al stees c..............),w1ll certainly also be a permanent
need for the future,‘, ' e

= the maJor role whxch coal uill be playwng in the Communwty s energy
'pol1cy will certa1nly not  reduce f1nanc1al‘requ1rements in this
sector. -These requirements, on the contrary, will tend to increase.

The considerations set out above bring'the Commission to'the conclusion that
the right course to take will be“torstrenéthen the ECSC's resources on a permanent
basis;'.This can certainly not be'achieved‘by adding to the amount levied on
individual firms; on the cohtrary it uould be much more appropriate to look for a
reduction in;the‘burden of the sectoral tax which the‘Levy represents in order

~to improve the capacity of firms to'compete in'the market. Furthermore; it is
worth recording that those who. pay the levy have maintained for ‘many years that
they are taxed tuxce over 1n vartue of the comb1ned effect of the ra1sing _
of direct Commun1ty revenue. for the financing of the general budget and the add-
itional imposition of Ecsc'lev1es.i The - Comm1ss1on has cons1stently repud1ated ‘

this allegat1on and drawn attention to the fact that the revenue from the levy
is applied solely ' T SRR RS :
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for the benefit of the coal and steel sectors, but it is to be feared that the
imminent inauguration of the Community VAT system could constitute fresh
grounds for complaint by the interested parties.

ALLOCATION OF ECSC CUSTOMS DUTIES

Initially, in accordance with the principles set out in the Paris Treaty,
the High Authority/Commission adjusted the Lévy rate to the full extent necessary
to cover identified financial needs. It was on this basis that, during the first
phase of the Community's existence, the rate varied between 0.9 % and 0.2 %.

If, as has been noted, the use of this financing technique has been noﬁsidered
unsuitable or even unthinkable in recent years, on account of the difficuLt
circumstances which the ECSC industries face, it is necessary to Look at other
possible methods of providing the ECSC budget with the revenues it needs. The
Commission has looked at three alternatives: a permanent subsidy charged to the
general budget; ad hoc contributions from Member States; and the transfer to the

JECSC budget of customs duties of ECSC products.

At first sight the aLLocat1on to the ECSC budget of a subsidy pa1d for out

of the general budget might seem the most pract1caL soLutvon to the problem,

but such a procedure )s in fact ruled out from the Legal point of view., It is
only legally possible to draw on the general budget to finance policies developed
within the framework of the Treaties of Rome.

The Commission considers that any solution based on ad hoc annual contributions }

from Member States should likewise be rejected. There are two main reasons for

this. Such an approach,would Leave scope every year for uncertainty about the
future provision of the revenue in question and this would provide a stumbling
block to any Longer term financiat planning in ECSC policy. Secondly, a solution
of this sort would call for extremely 6ner§us .administrative procedures weighing

no less on Member States than on the Commission itself.

~In contrast to this, the allocation of customs duties on ECSC products to
the ECSC operational budget would have the merit of endowing the Community with
add{tionat resources capable of providing a real and lasting fillip to the
Community's finances and in procedural terms, would constitute a once~for-all

solution presenting no real technical or legal difficulties. :

RN
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. Such a tbansfer'of customs duties will also have the merit of eliminating the
anomaly which has existed‘sinceythe_ehfry,into fofﬁérof the decision of 21.4.70
on Community revenues. The effect of this deciSioh‘uas that, as from 1 January
1971, duties pa1d under the common customstar1ff are allocated to the EEC and
EAEC as d1rect Commun1ty revenues. ' ‘

This allocation was not extended,tb»the}customs duties on coal and steel
products covered by the ECSC Treaty, as the comman'customs tarif provided for
in Article 9 of the EEC Treaty does not apply to products coming under the ECSC

Treaty.
Thus,'white customs dutiéé'on,ECsc produtts have certainly been standardized
"in accordance with decisions taken under Articte 72 of the Treaty of Paris, they

still remain in the hands of any Member State wh1ch coLLects the sums concerned
when goods are 1mported on to 1ts terr1tory.,; :

| The Commission cons1d1ers that the t1me has come tc remove th1s anomaly.
Th1s is one reason why, in the commun1cat1on it subm1tted on 8.11.77 (COM(77)
- 561 final), it has already prOposed that the necessary procedures be set in
motion for allocating ECSC customs duties to the ECSC budget as soon as posssze.‘

On the basis of data'supbtied‘by'Member-States‘for;the~19?6 f1nanc1aL year,
the overall total of the revenues invoLVédvmay be estimafed at between 50 and
60 MEUA. (This estimate wwLL, if necessary, be rev1sed as soon as Member States
have suppl1ed the f1gures for the: financ1at year 19??). : ‘

PARLIAMENT'S FAVOURABLE ATTITUDE :
In its resotutwons of 14.12. 77 on the rate of Levy and ecsc operational
budget for 1978 and of 17. 3. 78 on. the EurOpean Parlwament s gu1del1nes for the

budgetary and financial poLicy of the European Communities 1n 1979, Parl1ament has

already given its support to the proposal to convert ECSC customs dutwes 1nto a
chmunwty rece1pt to be cred1ted to the ECSC budget. ' '

CONCLUSIONS - e :

To m1t1gate the chronic f1nanc1al dxff1cutt1es wh1ch the ECSC has run into
in consequence of the resoLve to place a,ceﬁlung,on_the Levy rate at the level
presently in forcé;,theAad hoc soLutions,appLied»in thevcase of‘the 1978 ECSC
budget should be -replaced byia;perﬁanent ch?ﬁééfin the nature of the Community's

revenues.
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In the Commission's judgement, the right solution is to transfer receipts
of customs duties on ECSC products to the ECSC.

The Commission proposes that the necessary steps be taken to enable customs
duties levied on ECSC products to be transferred to the Communities as from
1.1.79 and brought to account as revenue in the ECSC operational budget.

A draft decision on these lines is attached.
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- DRAFT DECISION

by the representatives of the Governments of the Member States
of the European Coal and Steel Community, meeting within the
Council, allocating additional revenue to this Community.

THE REPRESENTATIVES OF THE GOVERNMENTS OF THE MEMBER STATES OF THE EUROPEAN
COAL AND STEEL COMMUNITY, MEETING WITHIN THE COUNCIL,

{ _ WHEREAS in order to deal with the existing and foreseeable economic situation
J | of the coal and steel industries it is>necessary to supplement the financial a
means at the disposal of the European Coal and Steel Community for fulfilling

the - tasks assigned to it by the Treaty; 'whereas it is accordingly desirable §
to allocate to the Commumity the revenues arising from the customs duties

collected by Member States on the products of the coal and steel sector in
the course of trade w1th non-member countries, o :

B A o RS S £ AV o D e

in agreement with the commission,

HAVE}ﬁECIDED AS FOLLOWS :

Article 1
The revenue from the customs duties levied by Member States in the course
of trade with non-member countriés om producis which come under the Treaty
establishing the European Coal and Steel Community shall be allocated to the

Commun1ty.

if ) ) } o i’i‘ ) /..I
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- to the Commun1ty the sums referred to 1n that Article.\_f';f'

,Dec1sxon."

n',2 -

“Articlé 2 

The Member States shalL, in close coLLaborat1on u1th the Comm1ssion,take

188 appropriate measures to. ensure the 1mptementat1on of the prov1szons of
/ Art1cle 1; they shall 1n part1cular f1x common cond1t1ons for mak1ng ava1LabLe

AR

Art1cle 3 i

The Member States shaLl take aLL the necessary measures to impiement this

Done _at,.‘.‘l ._-b‘-"..ruqvq-.”

]
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